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REPORT OF THE DIRECTORS 


OF 


The Cincinnati and Suburban Bell Telephone Company 


For The Year 1951 



The exceptionally high demand for our service that has 
marked the postwar period continued throughout 1951. 

The increase in telephones in service was greater than in 
either of the two preceding years, being exceeded only in the 
years 1946, 1947 and 1948 when we were catching up with 
the pent-up wartime demand. These new telephones, together 
with further improvement in the overall quality of the serv- 
ice, have added to the value and usefulness of every cus¬ 
tomers service. There were 386,001 telephones in service at 
the close of the year, an increase of 58.6% since the end of 
World War II. 

The volume of local and long distance calls handled in 
1951 reached new highs, exceeding 1950 by 4% and 10% 
respectively. 

All but one of our exchanges are now dial operated. The 
one remaining manual exchange is scheduled for conversion 
to dial late in 1952. 

The additional service requirements of industry and gov¬ 
ernment created by the National Defense Program coupled 
with a high level of civilian demand required further heavy 
construction expenditures during 1951. Total investment in 
telephone plant at the close of the year was $93,845,113, an 
increase of $42,845,082 or 84.0% since the end of World 
War II. 

Net income dropped from $5.24 per share in 1950 to 
$4.56 per share in 1951 due principally to higher wages and 
taxes and the larger number of average shares outstanding. 
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Operating taxes amounted to $6,445,400, exceeding the 
amount available for dividends by $2,161,085. In fact, taxes 
have exceeded the amount available for dividends in ten of 
the last eleven years. 

With the Country in a state of emergency, national defense 
needs come first and we have met promptly all require¬ 
ments of the military, civil defense and essential industrial 
establishments in our territory. Plans have been made to 
assure continuity of service in the event of an emergency. 



On April 6, 1950 the Public Service Commission of Ken¬ 
tucky entered an order approving in part the increased rates 
and charges filed by the Company on July 20, 1949. 

After petitions for rehearing of the order, filed by the 
Company and by certain protesting municipalities, were 
denied by the Commission, appeals from the Commission s 
action were filed in Franklin Circuit Court by both parties. 
On September 28, 1951 the Court affirmed the Commission's 
order of April 6, 1950. 

On November 21, 1951 the Company, but not the pro¬ 
testing municipalities, appealed to the Court of Appeals, the 
highest Court in Kentucky, where the matter is now pending. 

Throughout this period the Company has continued to 
charge the new rates under a refunding bond and the addi¬ 
tional revenues involved are included in the financial data 
contained in this report. 



Total operating revenues amounted to $27,507,981, ex¬ 
ceeding 1950 by $1,868,927 or 7.3%. Local service revenues 
increased by 5.8% and toll service revenues by 15.2%. 

Total operating expenses, including taxes, totaled 
$22,793,502, an increase of $1,977,330 or 9.5% over last 
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year. This increase was due principally to growth in busi' 
ness, higher Federal income tax rates, and increased wages 
which were in effect during the last half of 1951. 

Net income available for dividends amounted to $4,284,315 
compared with $4,305,719 in 1950. 

Dividends of $4.50 per share, amounting to $4,222,967, 
were declared during 1951. 


a)ccA 


Progressively higher taxes and particularly retroactive 
increases in tax rates, while of serious concern to everyone, 
fall heaviest on regulated public utilities which cannot in' 
crease the price of their services until after lengthy and 
costly proceedings before regulatory commissions. 

Again in 1951 the Company’s tax bill reached a new 
high, amounting to $6,445,400. This is an increase of 
$1,416,800 or 28.2% over 1950 and $2,203,100 or 51.9% 
over the highest year during World War II. It is equivalent 
to 

23.4% of total operating revenues 

60.1% of net income before taxes 

$17.13 per telephone 

$2,096 per employee 

$6.87 per share of stock 

In addition to the Company’s taxes, excise taxes levied 
directly on the telephone users, which the Company is re' 
quired to collect and remit to federal and state governments, 
amounted to $5,506,000, or an additional $14.64 per 
telephone. 

Thus, total taxes paid by the telephone users, directly or 
indirectly, came to $11,951,400—an average per telephone 
of $31.77 per year, or $2.65 per month. 

It is doubtful whether any other service or product so 
essential to the welfare and safety of the nation and con' 
sidered as a necessity by most persons is as heavily taxed as 
telephone service. 
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Net additions to plant in 1951 amounted to $7,679,121, 
compared with $4,050,759 last year. This raised the total 
investment in plant to $93,845,113 at December 31, 1951, 
an increase of $42,845,082 or 84.0% since the end of World 
War II. 

Three more manual central offices were converted to dial 
during 1951—DIxie'Erlanger, TUxedo'Delhi and WHite* 
water-Cleves. DIxie'Erlanger is housed in a new building in 
Lakeside Park, Ky. TUxedo'Delhi and WHitewater'Cleves 
were combined in a new building in Sayler Park, Ohio, and 
their names changed to Wlllow'Olympic. 

Construction was started on a new building to house the 
dial equipment for TErrace'Milford, our only remaining 
manual central office, which is scheduled for conversion late 
in 1952. 

Other building projects completed or in progress at the 
close of the year included a new garage on Wooster Pike 
and additions to four central offices. One of these additions 
was made to our Shandon central office in preparation for 
the complete replacement and enlargement of the central 
office equipment which is necessary to handle the communi' 
cations requirements of a new defense project. 

The establishment of many new plants and the expansion 
of industrial activity in the Cincinnati area created an 
unusually heavy demand for dial private branch exchange 
service. During the year, the capacity of many of these ex' 
changes was increased and a relatively large number of new 
systems were installed. The largest of these new systems, and 
the largest ever installed by the Company, was installed in 
General Electric Company’s plant at Lockland, Ohio, at a 
cost of $200,000. 

Operator toll dialing was expanded to permit Middletown 
and Dayton, Ohio operators to dial our Cincinnati Metro' 
politan subscribers direct. 
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The installation of operator toll dialing equipment in 
Cincinnati was started last October and is expected to be in 
service next August. This equipment will enable operators to 
dial directly between Cincinnati and other cities similarly 
equipped without the assistance of other operators along the 
route, thereby providing a faster, more accurate long distance 
service to and from those cities. 

A substantial part of our toll circuit growth is being 
obtained through the use of the new N type carrier system 
which permits the establishment of twelve circuits over two 
pairs of wires. 



During the year, 53,053 telephones were installed and 
32,532 were disconnected for a net gain of 20,521, compared 
with a net gain of 18,185 last year. In addition, 36,248 tele' 
phones were moved from one address to another. 

There were 386,001 telephones in service at the end of 
the year. All but 2,677 of these telephones were dial operated 
and work on converting these remaining manual telephones 
to dial is under way and should be completed before the end 
of 1952. 

The number of uncompleted orders for new service was 
384 at the close of 1951, all of which were received during 
the last six months of the year. 

With the demand for service greater than that of the 
previous year and governmental allocations of such essential 
materials as steel and copper falling short of our require' 
ments, it was necessary to restrict most new residence instab 
lations to party lines, thereby using existing facilities for the 
greatest possible number of customers. Consequently, unfilled 
requests for regrading of existing service, principally from 
party line to individual line, increased from 1,240 to 6,907 
during the year. 
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Mobile radiotelephone service, which connects vehicles 
on the highways and vessels on the waterways by radio with 
the regular telephone network, continued to grow during the 
year. At the close of the year, 174 mobile telephones were in 
service compared with 151 at the beginning of the year. 



The number of employees at the end of the year was 
3,184, including 135 who were on leaves of absence for mili- 
tary service. 

Employees entering military service are assured full credit 
for Company service while they are away and protection of 
their benefit and pension rights. They also receive the dif¬ 
ference between Company pay and Government pay for 
periods ranging from two weeks to six months, depending 
upon term of employment and whether they had dependents 
at time of entering military service. 

Total payroll for the year amounted to $11,120,450, an 
increase of $504,113 over 1950. 

Our contract with the Union representing non-manage- 
ment employees expired June 30, 1951 and after negotiations 
agreement was reached on a new contract, running to June 
30, 1952, which provides for wage increases totaling approxi¬ 
mately $1,000,000 a year. 

The Company’s policy has always been to pay wages 
which compare favorably with those paid by other employers 
in our territory for work requiring comparable skills. Any¬ 
thing less would not be fair to the employees and anything 
substantially more would not be fair to the telephone users. 

The Company was selected to receive the American 
Legion’s National Employer Citation for Ohio for its record 
in the employment of veterans of the World Wars. One of 
these citations is awarded annually in each state. 
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Payments to active and retired employees or their depend¬ 
ents under the Company’s “Plan for Employees’ Pensions, 
Disability Benefits and Death Benefits’’during 1951 amounted 
to $501,243, divided as follows: 

Service Pensions (paid from the Pension 

Trust Fund). $307,766 

Sickness Disability Benefits____ 126,571 

Accident Disability Benefits and Expenses__ 9,634 

Disability Pensions_ 22,358 

Death and Other Benefits.....__ 34,914 

In addition, benefit payments not covered by the Plan, 
principally for time lost during the first week of absence due 
to sickness, amounted to $140,506. 

Service pensions are paid from a trust fund built up 
through regular payments by the Company in amounts calcu¬ 
lated by actuarial methods as being necessary to meet the 
cost of future pensions. This fund can be used for no purpose 
other than employee service pensions. A report of the trustee 
is shown on page 16. 

The Plan, which has been maintained continuously since 
1913 at no cost to the employees, adds security to telephone 
employment and thus assures customers more experienced 
and efficient service. Automatic retirement at age 65 keeps 
the lines of promotion open and maintains vitality within the 
organization, thus working to the advantage of the telephone 
users as well as the employees. 



To encourage and assist our employees in carrying on 
their own security programs, the Company has for many 
years maintained voluntary payroll deduction plans for the 
purchase of life insurance, hospital care, government savings 
bonds and other forms of saving. Under these plans, the 
amounts set aside by employees in 1951 totaled $885,539, 
equivalent to 8.0% of the payroll. 

At the end of the year, approximately 88% of the 
employees were taking advantage of one or more of these 
thrift plans. 









/ 



Awards from the Theodore N. Vail Memorial Fund are 
presented to telephone employees for acts of noteworthy 
public service. 

During 1951, Lucille Thoma, night operator at Cherry 
Exchange, received a bronze Vail Medal and cash award 
‘Tor initiative and prompt intelligent action in an emergency, 
which contributed to the saving of the lives of a family of 
five overcome by gas fumes.” 



The new money required to finance plant additions dur- 
ing 1951 was obtained through temporary bank loans. 

At the end of the year, these loans totaled $7,070,000, an 
increase of $3,350,000 during the year. 



The directors record with deep regret the death on March 
10, 1951, of Stuart B. Sutphin, a faithful and valued Director 
since 1935. 

Henry W. Heckle, Vice President of the Company, was 
elected a Director at the annual meeting of shareholders on 
March 19, 1951 to fill the vacancy left by the death of 
Mr. Sutphin. 

Following approval at the annual meeting of shareholders 
on March 19, 1951 of an amendment to the Regulations of 
the Company providing that the Board of Directors shall con¬ 
sist of not less than seven nor more than twelve members, 
the following additional Directors were elected: 

David M. Forker, Jr., Vice President of The William 
Powell Co., Cincinnati, Ohio. 

Joseph B. Hall, President of The Kroger Company, Cin¬ 
cinnati, Ohio. 

George A. Rentschler, Chairman of the Board of the 
Baldwin-Lima-Hamilton Corporation, Hamilton, Ohio. 
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Operations in the new year will be affected by such things 
as material and manpower shortages, rising costs and higher 
taxes. 

If the unusually heavy demand for telephone service con¬ 
tinues—and present indications are that it will—the Com¬ 
pany's ability to meet that demand will depend largely upon 
the availability of permanent investment funds to finance 
the large construction program which will be required. 

The full annual effect of the higher federal income tax 
rates and wage rates, which were in effect during only a 
part of 1951, will be felt in 1952. Higher prices for new 
plant will also have an adverse effect on earnings since they 
result in increasing the plant investment per telephone and 
the associated depreciation expense and property taxes. Faced 
with this situation, the Company may have no alternative 
but to seek additional income through rate increases to the 
extent necessary to insure satisfactory earnings and to enable 
it to attract the additional capital which will be required for 
the continued growth of the business. 

First call on our resources must, in the public interest, be 
given to the nation's defense needs. All remaining resources 
will be stretched to their utmost in order to serve as many 
customers as possible. 


* * * * 


The Directors and Officers wish to express their appre¬ 
ciation to the employees whose fine teamwork and devotion 
to duty made the accomplishments of 1951 possible, and to 
the public for its continued understanding and cooperation 
throughout another difficult year. 

For the Board of Directors, 

B. L. Kilgour, Jr., 
President. 


February 1, 1952. 





CERTIFICATE OF AUDIT 

The Cincinnati and Suburban Bell Telephone Company 
Cincinnati, Ohio. 

We have examined the consolidated balance sheet of The Cincin¬ 
nati and Suburban Bell Telephone Company and Citizens Telephone 
Company as of December 31, 1951 and the related consolidated 
statements of income and surplus for the year 1951. Our examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the financial statements (pages 11 to 15) pre^ 
sent fairly the consolidated position of The Cincinnati and Suburban 
Bell Telephone Company and Citizens Telephone Company at 
December 31, 1951, and the consolidated results of their operations 
for the year 1951, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year. 

Lybrand, Ross Bros. 6? Montgomery 

Cincinnati, Ohio. 

January 31, 1952. 
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FINANCIAL STATEMENTS 

The Consolidated Financial Statements which follow on pages 
12 to 15, inclusive, consolidate the accounts of The Cincinnati and 
Suburban Bell Telephone Company and Citizens Telephone Com' 
pany. The latter Company operates the Kentucky properties of The 
Cincinnati and Suburban Bell Telephone Company under a lease 
which provides that all net earnings of the lessee shall accrue to the 
lessor as rent. 

The accounts of these Companies have been maintained in accord' 
ance with Uniform Systems of Accounts prescribed for telephone 
companies by Federal authorities since January 1, 1913—originally 
by the Interstate Commerce Commission and since July, 1934 by 
the Federal Communications Commission. The presently prescribed 
accounting requires, with certain exceptions, that the accounts for 
telephone plant show the original cost of property at the time of its 
first dedication to the public use, whether by the accounting company 
or by a predecessor owner. The total shown for “Telephone Plant" 
in the Balance Sheet represents such original cost, which is substan' 
tially the cost of the plant to the Company. 

W. G. Barth, 

Comptroller . 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 

COMPARATIVE CONSOLIDATED BALANCE SHEET 


ASSETS 

Dec. 81,1951 Dec. 81,1980 

PLANT AND OTHER INVESTMENTS: 

Telephone Plant (see page 11)-$ 93,845,113 $ 86,165,992 

Land and buildings, rights of way, poles, wire, cable, under¬ 
ground conduit, switchboards, telephones, office furniture, 
vehicles, tools, etc. At December 31, 1951, this property was 
classified in the accounts as follows: 

Telephone Plant in Service.-$91,951,841 

Telephone Plant Under Construction... 1,885,327 


Property Held for Future Telephone Use 7,945 

Miscellaneous Physical Property- 21,878 - 

Investment in Subsidiary Not Consolidated — 262,477 207,477 

Capital stock, at cost-$ 207,477 

Advances_ 55,000 

Other Investments- 5,000 _ 5,000 

Total Plant and Other Investments- $ 94,134,468 $ 86,378,469 


CURRENT ASSETS: 

Cash_ $ 1,143,551 $ 1,552,111 

Special Cash Deposits and Working Funds- 37,609 43,680 

Accounts Receivable- 2,772,249 2,516,431 

Amounts due for service (less reserve for uncollectible 
accounts), toll settlements, and miscellaneous items. 

Material and Supplies- 1,077,050 950,993 

Principally for construction and maintenance purposes. 

Total Current Assets.... $ 5,030,459 $ 5,063,215 


PREPAYMENTS AND DEFERRED CHARGES: 

Prepayments- $ 147,850 $ 97,063 

Principally insurance and cost of directories applicable to 
periods after dose of year. 

Deferred Charges_ 45,138 133,087 

Total Prepayments and Deferred Charges $ 192,988 $ 230,150 

TOTAL ASSETS... $ 99,357,915 $ 91,671,834 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


COMPARATIVE CONSOLIDATED BALANCE SHEET 

LIABILITIES 

Dec. 81,1951 Dec. 81,1950 

CAPITAL STOCK AND SURPLUS: - 

Common Stock-$ 46,921,810 $ 46,921,810 

Par value of common stock outstanding. (Authorized 
2,000,000 shares; outstanding 038,437 shares.) 

Premium on Common Stock _ 72,756 72 756 

Amount received in excess of par value. 

Earned Surplus Reserved. . 510,888 328,466 

Reservation against contingency of refunds to telephone sub¬ 
scribers in connection with pending Kentucky rate case. 

Unappropriated Earned Surplus (see page 15)_ 4,766,510 4,887,123 

Total Capital Stock and Surplus_$ 12,272,004 $ 72,210,797 


CURRENT AND ACCRUED LIABILITIES: 

Notes Payable to Banks-$ 7,070,000 $ 3,720,000 

Accounts Payablb - 3,778,102 2,767,326 

Amounts owing for payrolls, supplies, toll settlements, and 
miscellaneous items. 

Advance Billing for Service, and Customers' 

Deposits - 1,087,780 987,278 

Taxes Accrued - 7,887,627 4,271,819 

Interest Accrued __969 12,727 

Dividend Declared - 1,060,434 1,060^434 

Other Current and Accrued Liabilities_ 33,109 22,647 

Total Current and Accrued Liabilities._ $ 18,697,819 $ 12,842,207 


DEFERRED CREDITS __$ 6,842 $ 3,022 


DEPRECIATION RESERVE -$ 28,381,270 $ 26,616,010 

Provision to meet loss of investment in depreciable plant 
upon its ultimate retirement from service. 

TOTAL LIABILITIES - $ 99,357,915 $ 91,671,834 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 

COMPARATIVE CONSOLIDATED INCOME STATEMENT 


Year 1951 Year 1950 

LOCAL SERVICE REVENUES.—_ $ 21,980,265 $ 20,776,775 

TOLL SERVICE REVENUES__-. 4,679,061 4,062,118 

MISCELLANEOUS REVENUES--- 891,491 857,358 

Revenues from directory advertising, rents and miscel¬ 
laneous sources. 

LESS: UNCOLLECTIBLE REVENUES---. 42,836 57,197 

Provision for revenues which may be uncollectible. 

TOTAL OPERATING REVENUES (a).. $ 27,507,981 $ 25,639,054 

MAINTENANCE EXPENSES---$ 6,144,591 $ 5,912,964 

Cost of inspection, repairs, and rearrangements required to 
keep the telephone plant in good operating condition. 

DEPRECIATION EXPENSE- 2,857,379 2,702,301 

Provision to meet loss of investment when depreciable plant 
is retired from service, based on rates designed to spread 
this loss uniformly over the service life of the property. 

Such provision represented approximately 8.0% of average 
investment in depreciable plant during 1951 and 1950. 

TRAFFIC EXPENSES_ 2,868,801 2.883,144 

Costs incurred in the handling of messages, principally 
operators’ wages. 

COMMERCIAL EXPENSES- 1,678,325 1,563,080 

Costs incurred in business relations with customers; pay 
station commissions; costs of directories, advertising, etc... 

OPERATING RENTS -- 76,980 62,401 

Rents for the use of buildings, poles, conduits and other 
facilities. 

GENERAL AND MISCELLANEOUS EXPENSES: 

Executive and Legal Departments - 244,803 285,169 

Accounting and Treasury Departments - 1,040,882 951,019 

Provision for employees’ service pensions (b)- 773,306 783,248 

Employees’ sickness, accident, death and 

other benefits _ 243,254 226,523 

Services received under license contract - 263,823 244,743 

Other general expenses - 457,688 421,911 

Less: Expenses charged construction . 301,730 248,931 

TOTAL OPERATING EXPENSES... $ 16,348,102 $ 15,787,572 

NET OPERATING REVENUES (carried forward)- $ 11,159,879 $ 9,851,482 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


COMPARATIVE CONSOLIDATED INCOME STATEMENT 

(Continued) 


NET OPERATING REVENUES (brought forward).. 
OPERATING TAXES: 

Federal Taxes on Income_ 


Other Taxes— principally state, local and social 
security_ 

TOTAL OPERATING TAXES__ 

NET OPERATING INCOME_ 

OTHER INCOME__ 


Principally interest charged construction. 

MISCELLANEOUS DEDUCTIONS FROM 
INCOME (b)_ 


INCOME AVAILABLE FOR FIXED 
CHARGES_ 


INTEREST DEDUCTIONS 
NET INCOME _ 


Year 1951 


Year 1950 


- $ 11,159,879 $ 9,851,482 


4,309,000 

2,136,400 


3,140,000 

1,888,600 


$ 6,445,400 $ 5,028,600 


4,714,479 $ 
85,171 

373,481 


4,822,882 

68,037 

358,910 


$ 4,426,169 $ 

4,532,009 

141,854 

226,290 

$ 4,284,315 $ 

4,305,719 


(a) Total Operating Revenues include approximately $530,200 in 1951 and $502,000 in 1950 with 
respect to which reservations of surplus have been made against contingency of refunds to tele¬ 
phone subscribers in connection with pending Kentucky rate case. 

(b) Total provision for employees’ service pensions amounted to $1,117,103 for 1951 and $1,139,178 
for 1950, of which amounts $343,857 for 1951 and $355,930 for 1950 were charged to Miscellaneous 
Deductions from Income in order to comply with accounting requirements of the Federal Com¬ 
munications Commission. The Companies and their independent public accountants consider that 
these latter amounts were, in fact, current operating expenses. 


Consolidated Statement of Unappropriated Earned Surplus 


Year 1951 

BALANCE—DECEMBER 31, 1950_$ 

NET INCOME (from Income Statement)_$ 4,284,315 

MISCELLANEOUS ADDITIONS_ 61 

TOTAL ADDITIONS_$ 4,284,376 

DIVIDENDS DECLARED_$ 4,222,967 

TRANSFERRED TO EARNED SURPLUS RESERVED 182^422 

TOTAL DEDUCTIONS_ $ 4,405,389 

NET DECREASE_ ZZZZI 


4,887,523 


121,013 


BALANCE—DECEMBER 31, 1951_$ 4,766,510 
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TRUSTEE’S REPORT OF PENSION TRUST FUND 

established by 

The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


BALANCE IN FUND—December 31, 1950-$ 8,109,286.49 

Additions to Fund During 1951— 

Payments into Fund by Company-—— $ 1,117,163.00 

Interest Revenue, including gain or loss on 

investments disposed of- 217,626.23 

TOTAL ADDITIONS_$ 1,334,789.23 

Disbursements for Pensions During 1951. 307,766.06 


NET INCREASE IN FUND- 1,027,023.17 

BALANCE IN FUND—December 31, 1951- $ 9,136,309.66 

Comprises— 

Bonds of Bell Telephone Companies-~-- $ 1,524,117.80 

U. S. Government Obligations - - 1,930,829.20 

Public Utility, Railroad and Industrial Bonds — . 5,358,708.80 

Other Investments .—..-. 50,000.00 

Cash and accrued interest not due - 272,653.86 

TOTAL __-. $ 9,136,309.66 


NOTE: Securities are shown on amortized basis. 

BANKERS TRUST COMPANY, Trustee 

By W. B. DUNCKEL, 

Vice President 

New York, N. Y.—February 1, 1952. 
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